UNI TED STATES BANKRUPTCY COURT
M DDLE DI STRI CT OF FLORI DA
TAMPA DI VI SI ON

In re: Chapter 7
Case No. 01-00076-8W
Paul A. Bil zeri an,

Debt or .

Menor andum Opi ni on on Motion to Dism ss
Pursuant to Bankruptcy Code § 707(a)

This case cane on for hearing on February 8, 2001,
(“Hearing”) upon the notion (“Mdtion to Dismss”) of the
Securities and Exchange Comm ssion (“SEC’) and Deborah R
Meshul am as receiver (“Receiver”) (collectively, the SEC
and Receiver, the “Mvants”), seeking the followng relief:
di sm ssal of the case for cause under Bankruptcy Code §
707(a), dism ssal of the case under the abstention
provi si ons of Bankruptcy Code 8§ 305, a finding that certain
actions are within the “police power” exception of
Bankruptcy Code 8 362(b)(4), relief fromthe automatic stay
for cause under Bankruptcy Code 8§ 362(d)(1), or
alternatively, an order excusing the Receiver from
conpliance with the turnover provisions of Bankruptcy Code

§ 543.



The court has considered the entire record including
the testinony of the debtor, Paul A Bilzerian (“Debtor” or
“Bil zerian”), the exhibits received in evidence, the
declarations of the parties, as well as the nunerous
menor anda and other filings wth the court.

For the reasons set forth below, the court will grant
the Motion to Dismss and dismss this Chapter 7 case for
cause pursuant to Bankruptcy Code § 707(a).

Fi ndi ngs of FactEI

Bi | zeri an commenced this case by the filing of a
petition under Chapter 7 on January 2, 2001. At the tinme of
the filing of his Chapter 7 case, Bilzerian was a def endant
in an action, SEC v. Bilzerian, Civil Action No. 89-1854
SSH (“Enforcenent Action”), pending in the United States
District Court for the District of Colunmbia (“D.C. District
Court”) which currently seeks enforcenent of a judgnent of
di sgorgenent (“SEC Judgnent”) obtained by the SEC in an

original armount (exclusive of interest) in excess of $60

! The findings of fact which formthe basis for the relief requested by
Movants were established by judicial notice of pertinent events as set
forth in various reported decisions, the collateral estoppel effect of
findings nade by the D.C. District Court principally in its order
reported at SEC v. Bilzerian, 112 F. Supp. 2d 12 (D.D.C. 2000) in which
the D.C. District Court found Bilzerian in contenpt (“Contenpt Order”),
prior final determnations in proceedings to which the SEC and

Bil zerian were parties that are res judicata between the SEC and

Bil zerian, adnmissions of Bilzerian made in his testinony at the Hearing
and as contained in filings with this court, and the uncontroverted
statements nmade in the declaration filed by the Receiver in support of
the Motion to Dismss.



mllion.

The Enforcenent Action was commenced on June 29, 1989.
Soon after, on Septenber 27, 1989, Bilzerian was convicted
of securities laws violations and sentenced to four years
in prison and fined $1.5 mllion. The Second Circuit
affirmed his crimnal conviction on January 3, 1991. United
States v. Bilzerian, 926 F.2d 1285 (2d G r. 1991).

On April 8, 1991, Judge Harris fromthe D.C. District
Court found Bilzerian |iable for securities fraud. SEC v.
Bil zerian, 1991 W. 83964 (D.D.C. 1991). The Court of
Appeal s affirnmed the D.C. District Court's decision. SEC v.
Bil zerian, 29 F.3d 689 (D.C. Gr. 1994).

On August 6, 1991, Bilzerian filed his first personal
bankruptcy case in the United States Bankruptcy Court for
the Mddle District of Florida (“First Bankruptcy”). The
case was assigned to Bankruptcy Judge Al exander L. Paskay.
See Inre Bilzerian, 146 B.R 871 (Bankr. MD. Fla. 1991).

On January 28, 1993, the D.C. District Court entered
t he SEC Judgnment against Bilzerian in the anmount of
$33, 140, 787.07. SEC v. Bil zerian, 814 F. Supp. 116 (D.D.C
1993). On June 25, 1993, the D.C. District Court entered an
order adding an additional $29, 196, 812.46 in prejudgnent

interest to the SEC Judgnent. SEC v. Bilzerian, 1993 W



542584 (D.D.C.). The Court of Appeals affirnmed these
deci sions. SEC v. Bilzerian, 29 F.3d at 696.

The SEC was ultimately successful in the First
Bankruptcy in obtaining a determ nation that the SEC
Judgment was nondi schar geabl e under Bankruptcy Code 8§ 523.
In re Bilzerian, 153 F.3d 1278 (11'" Gir. 1998). In
addi tion, another creditor, HSSM #7 L.P. (“HSSM ), which
was schedul ed by Bilzerian in this case as bei ng owed
$30, 650, 328. 17, was simlarly successful in obtaining a
j udgnment of nondi schargeability in the First Bankruptcy. In
re Bilzerian, 100 F.3d 886 (11'" Cir. 1996).

Bet ween 1994 and 1999, Bilzerian transferred his
substantial assets into a conplex ownership structure of
of f-shore trusts and fam |y-owned conpani es and
partnerships. It is clear that he did this purposefully to
insul ate his assets fromthe reach of his creditors.

For exanple, in 1994, Bil zerian established “The Pau
A. Bilzerian and Terri L. Steffan 1994 Irrevocable Trust”
for the benefit of his children (“Children’s Trust”). In
June of 1994 Bicoastal Hol ding Conpany (“Bicoastal"), then
jointly owned by Bilzerian and his wife as tenants by the

entireties, acquired an option to purchase 6 mllion shares



of Cinetrix IncorporatedE]at 16 cents per share. Bicoastal
then paid a dividend of an option to acquire 5.4 mllion
shares of Cinmetrix to Bilzerian and his wfe.

In June of 1994, Bilzerian and his wfe transferred an
option for 2.4 mllion Cinetrix shares to the Children's
Trust. In that sane nonth, Bilzerian's wife transferred the
home in which they reside to Bilzerian and his wife as
tenants by the entirety (“Hone”). The Honme is over 30, 000
square feet and is valued at approximately $3.5 mllion.
Until Bilzerian's recent incarceration, he resided in the
Honme with this wfe.

In 1995, Bilzerian and his wife established a Cook
I slands trust entitled "The Paul A. Bilzerian and Terri L
Steffen 1995 Revokable Trust" ("Famly Trust"). Bilzerian
is one of the trust's settlors and is a trustee and
beneficiary of it. In Decenber of 1995, Bilzerian and his
wife transferred all of their shares of Bicoastal to the
Fam |y Trust.

I n Decenber of 1995, Overseas Holding Limted
Partnership, a Nevada |limted partnership (“OHLP’) was
established. Bicoastal is OHLP' s sol e general partner,

owning 1 percent of its equity, and the Famly Trust is

2 Cinetrix Incorporated (“Cimetrix”) enployed Bilzerian as its president
until his incarceration. From 1996 until August of 2000, Bilzerian had
his salary fromCi netrix paid to Bicoastal.



OHLP's sole |limted partner, owning 99 percent of its
equity.

Bilzerian and his wfe transferred a second Florida
property, a M nnesota vacation honme, and an option to
purchase three mllion share of Cnetrix stock to OHLP in
Decenber of 1995. In March of 1997, Bilzerian and his wife
executed a deed of the Home to OHLP. The deed was recorded
in January 1999.

In April of 1997, Bicoastal, the Children's Trust, and
the Fam |y Trust through OHLP, exercised the Cnetrix
options and acquired 6 mllion shares of Cinetrix's stock
worth nore than $31 million. Bicoastal holds 180, 000
shares. OHLP holds 2.9 million shares. The Children's
Trust holds 2.315 mllion shares. About 600,000 shares were
sold for an unknown anount at an unknown ti ne.

On Novenber 20, 1998, in response to the SEC s notion
for civil contenpt, the D.C. District Court issued a show
cause order that required Bilzerian to file a sworn
accounting identifying all assets in which he had any
direct or indirect beneficial interest (“Show Cause
Order”). Immediately after the entry of the Show Cause
Order, in |ate Novenber or early Decenber of 1998,

Bil zerian was renoved as trustee of the Famly Trust and on



Decenber 21, 1998, he was renoved as co-beneficiary of the
Fam |y Trust.EI

On August 21, 2000, Bilzerian was found to be in
contenpt by the D.C. District Court which held that
Bil zerian has the ability to repay the di sgorgenent
judgnments, at least in part. Rather than conply with the
di sgorgenent, "his diligent efforts have been focused on
how to avoid conpliance with the Court's orders."” SEC v.
Bil zerian, 112 F. Supp. 2d at 23-28 and n. 23.

Bi | zeri an has been the beneficial owner of substanti al
assets in the years since the judgnent was entered, but he
has made no attenpt whatsoever to pay the SEC Judgnent.
| nstead of conplying, he has transferred the assets to
entities controlled by his wife and other famly rrerrbers.EI

The D.C. District Court set a nunber of conditions
that Bilzerian had to neet in order to purge the contenpt.

One of these was a requirenent that he submt an additional

accounting of his assets so that the D.C. District Court

3 The D.C. District Court found the Fam |y Trust to be the “apex of the
conpl ex ownership structure into which Bilzerian has transferred his
assets.” SEC v. Bilzerian, 112 F. Supp. 2d at 18, 27 n. 30.

4 The District Court, in the Contenpt Order, further found that it was
"inconceivable that Bil zerian does not have the ability to provide the
Court with a copy of the Family Trust instrument; he and his wife were
the Trust's settlors, until recently he was both its trustee and a
beneficiary. |Its current trustees and Trust protector are menbers of
the famly, and the sole current beneficiary is his wife." Id.



could ascertain the precise portion of the $62 mllion
judgnment Bil zerian was capabl e of payi ng.

On Decenber 22, 2000, the D.C. District Court entered
an order appointing the Receiver. On Decenber 22, 2000, the
Recei ver was ordered to marshal assets of Bilzerian and
various related entities -- the Famly Trust, the
Children's Trust, Bicoastal, and OHLP (“Bil zeri an Rel ated
Entities”). Bilzerian and the Bilzerian Related Entities
were al so ordered to provide access to assets and docunents
to the Receiver and to take no action to hinder, delay, or
obstruct or otherwise interfere with the Receiver.

| medi ately after her appointnent, the Receiver sent
letters to a variety of individuals and entities connected
to Bilzerian requesting that they i medi ately surrender
assets, provide the Receiver with access to assets and
information, and take no action to interfere with the
Recei ver.

On January 2, 2001, less than two weeks after
appoi ntnment of the Receiver, Bilzerian filed this Chapter 7
case. The sane day, Bilzerian sent a letter to the SEC and
t he Receiver notifying them of the bankruptcy filing and
that the filing “stays certain collection and other actions

against ne and ny property. Any attenpt to collect a debt



or take other action in violation of the Bankruptcy Code
may subj ect you and your enployers to penalties.”

On January 12, 2001, the D.C. District Court found that
Bi | zeri an had not purged his contenpt and ordered him
incarcerated (“lIncarceration Order”). The Incarceration
Order also sets forth the findings of the D.C. District
Court that the civil contenpt proceeding resulting in the
I ncarceration Order was excepted fromthe automatic stay as
an exercise of the “police powers” under Bankruptcy Code 8
362(b)(4) and as necessary “to uphold the dignity of the
Court and to vindicate the authority of the Court to enforce

its orders.” Incarceration Order at 5.

On January 15, 2001, Bil zerian wote counsel for the
SEC and the Receiver stating that they had viol ated the
automatic stay and demandi ng that they support his efforts
to cause the D.C. District Court to vacate the Incarceration
Oder. In his letter, Bilzerian threatened sanctions
agai nst counsel, the Receiver, and their enployers for their
"W l|lful and malicious violations of the Automatic Stay."

On January 17, 2001, Bilzerian filed an appeal fromthe
I ncarceration Order as well as the related Order Appointing
Recei ver and the Contenpt O der.

On January 17, 2001, the D.C. District Court granted

Bil zerian an 11-day del ay of the effectiveness of the



I ncarceration Order. A request for stay pendi ng appeal was
denied by the D.C. District Court on January 26, 2001, and
was denied by the D.C. Circuit on January 29, 2001

On January 30, 2001, Bilzerian was incarcerat ed.

Concl usi ons of Law

On January 25, 2001, this court considered a notion by
the SEC for a protective order with respect to a deposition
notice that Bilzerian had served on the SEC which noticed a
deposition under Fed. R Civ. Proc. 30(b)(6) of a
representative of the SEC for Mnday, January 28, 2001.

One of the contentions advanced by the SEC in support of

its notion was that the factual findings needed for the
relief the SEC requests in the Motion to Dismss are found
in various prior decisions of the courts before which

Bi |l zerian has appearedE]that t he SEC contends are binding on

this court under the doctrine of collateral estoppel.EI

® Those deci sions are:

1. United States of Anerica v. Bilzerian, 926 F.2d 1285 (2d Cir.
1991) (affirmng Bilzerian's crimnal conviction).

2. SEC v. Bilzerian, 29 F.3d 689 (D.C. Cir. 1994)(affirm ng SEC
Judgnent) .

3. SECv. Bilzerian, 153 F.3d 1278 (11'" Gir. 1998)(fi nding SEC
Judgnent nondi schar geabl e).

4. SEC v. Bilzerian, 112 F. Supp. 2d 12 (D.D.C. 2000) (Cont enpt
O der).

5. Order Appointing Receiver of Decenber 22, 2000 in the Enforcenent
Acti on.

6. SEC v. Bilzerian, 2001 U.S. Dist.Lexis 272 (D.D.C. January 12,
2001) (ordering Bil zerian incarcerated for failing to satisfy
purgation requirements).

6 See In re Bilzerian, 2001 W. 77104 (Bankr. MD. Fla. January 29, 2001)
(this court granted the SEC s nmotion for a protective order).

10



At the Hearing, Bilzerian objected to the court’s
maki ng the findings set out above arguing that coll ateral
est oppel does not apply as to the issues before the court
on the Motion to Dism ss. Accordingly, the court will first
consider the applicability of collateral estoppel to the
numer ous findings nade by the D.C. District Court in the
Cont enpt Order.

A. Col | ateral Estoppel Effect of the Contenpt O der.

Col | ateral Estoppel “requires that (1) the issue be
identical in both the prior and current action; (2) the
i ssue was actually litigated; (3) the determ nation of the
issue was critical and necessary to the judgnment in the
prior action; and (4) the burden of persuasion in the

subsequent action not be significantly heavier.” Securities
and Exchange Comm ssion v. Bilzerian (In re Bilzerian), 153
F.3d 1278, 1281 (11'" Gir. 1998).

The court finds that as a matter of |aw, collateral
est oppel does apply to the findings of the D.C. District
Court made by Judge Harris in the Contenpt Order, for the
foll ow ng reasons.

First, as discussed below, the issue with respect to
whet her this case should be dism ssed depends on whet her

“cause” exists under Bankruptcy Code § 707(a). “Cause” is

not a defined term Rather, it requires the court to | ook

11



at all of the facts and circunstances |leading up to the
filing of the case. The types of factual findings nade by
Judge Harris are exactly the sort of issues on which this
court would have otherw se required evidentiary support.
Second, it is clear that the facts upon which Judge Harris
based the Contenpt Order were actually and vi gorously
litigated by the SEC and Bil zerian. Third, the

determ nation of the factual issues resolved by Judge
Harris was critical and necessary to his findings that

Bil zerian was in contenpt of his prior orders.

Finally, the burden of persuasion in this action is
not significantly heavier than the burden that the SEC had
to carry in order to prevail on their notion to have
Bil zerian declared in contenpt of court. “In a contenpt
proceedi ng, the noving party has the burden of show ng by
cl ear and convincing evidence that (1) a court order was in
effect, (2) the order required certain conduct by the
respondent, and (3) the respondent failed to conply with
the court’s order.” Securities and Exchange Comm ssion v.
Bankers Al liance Corp., 881 F.Supp. 673 (D.D.C. 1995). See
al so Commodity Futures Tradi ng Commi ssion v. Wellington
Preci ous Metals, Inc., 950 F.2d 1525, 1529 (11'" Gir. 1992).

The burden of the SEC in this case is a preponderance of

12



the evidence. This is a |l esser burden than that faced by
the SECin the D.C. District Court.

Accordingly, the court will next consider whether
t hese factual findings support a finding of cause under
Bankruptcy Code 8§ 707(a).

B. Dismi ssal for Cause--8 707(a).

Movants rely on Bankruptcy Code 8 707(a) in support of
their argunent that this case should be dism ssed. That
section provides that, “The court may dism ss a case..for

cause....” The primary contention of Mwvants is that this
case was filed in “bad faith” and that “evidence that a
Chapter 7 case was filed in bad faith constitutes cause for
di sm ssal under Section 707(a)....” In support of this
contention, they cite the proposition that “good faith is
an inplicit jurisdictional prerequisite to filing a Chapter
7 petition.” Cting In re Creazzo, 172 B.R 657 (Bankr.
M D. Fla. 1994).

While a good faith requirenent is explicitly inposed
in chapter 11, 12 and 13 cases, 11 U. S.C. 88 1129(a)(3),
1225(a)(3) and 1325(a)(3), that explicit reference is
omtted in a chapter 7 case. However, even absent this
explicit reference, courts have dism ssed chapter 7 cases

under 8§ 707(a) for “lack of good faith.” The sem nal case

hol ding that the |lack of good faith is a valid basis for

13



di sm ssal of a case under section 707(a) is Industrial
| nsurance Services, Inc. v. Zick (Inre Zick), 931 F.2d
1124 (6'" Cir. 1991)(“Zick").

In accepting this rationale, however, the Sixth
Circuit in Zick cautioned that dism ssal based on bad faith
is only appropriate in “those egregi ous cases that entai
conceal ed or m srepresented assets and/or sources of
i ncone, and excessive and continued expenditures, |avish
lifestyle, and intention to avoid a | arge single debt based
on conduct akin to fraud, m sconduct, or gross negligence.”
ld. at 1129. After review of the |lower court’s findings,
the Sixth Crcuit held that these findings supported a
finding of a |lack of good faith.

Not all courts have agreed with the Zick court’s
hol di ng. For exanple, the Eighth Crcuit in Huckfeldt v.
Huckfeldt (In re Huckfeldt), 39 F.3d 829 (8" Cir.

1994) (“Huckfeldt”) declined to franme the inquiry of

di sm ssal under section 707(a) as one of “bad faith” but
ruled that “the 8707(a) analysis is better conducted under
the statutory standard ‘for cause.’”

In reaching its decision, it agreed with the “narrow
cauti ous approach” of In re Khan, 172 B.R 613 (Bankr. D

M nn. 1994). The Huckfeldt court acknow edged the

criticismof the Zick approach and | egitimte concerns of

14



certain courts. Id. at 832 (citations omtted). That is,
chapter 7 is a liquidation proceeding and a different
standard is appropriate when a debtor is willing to
surrender all non-exenpt assets. Id. Wile sonme conduct
constituting cause to dismss may be readily characterized
as “bad faith,” framng the issue in such terns “nmay tend
to msdirect the inquiry away fromthe fundanenta
princi pl es and purposes of Chapter 7.” I1d. Under the
facts of the Huckfeldt case, the court ultimately held that
“cause” existed to dismss a chapter 7 case where the
debtor filed the petition to frustrate the divorce court
decree, attenpted to push his ex-spouse into bankruptcy,
and mani pul ated his earnings to achi eve these non-econom c
notives. |d.

Recently, the Ninth Crcuit has agreed with the Ei ghth
Crcuit that the inquiry under section 707(a) dismssals

shoul d be under the statutory standard “for cause.” Neary v.
Padilla (In re Padilla), 222 F.3d 1184 (9'" Gir. 2000).
Absent Eleventh G rcuit precedent on this issue, this
court is persuaded that the views expressed in Huckfel dt
are nore consistent with the plain nmeaning and intent of
chapter 7. That is, a court should look at all of the facts

and circunstances and determ ne whether or not “cause”

exi sts for dism ssal.

15



While bad faith is clearly a requirenent of chapters
11 and 13, =-- In re Phoenix Piccadilly, Ltd., 849 F.2d
1393 (11'" Cir. 1988) (“Phoenix”) (dismssal of chapter 11
case on bad faith grounds); In re Waldron, 785 F.2d 936
(11'" Cir. 1986) (“Waldron”) (dismssal of chapter 13 case
for bad faith filing) -- it is not a requirenment, explicit
or otherwise, for the filing of a chapter 7 case. That is,
a case of an individual seeking to “reorgani ze” a debt to a
single creditor who files a chapter 11 or chapter 13 on the
eve of an adverse ruling in state court or a pending
forecl osure sale nay well be subject to dism ssal for bad
faith. See Phoeni x and Wl dron.

However, the sane debtor who files a chapter 7 should
not be denied a discharge by denial of the recourse to
bankruptcy w thout a show ng that the debt is
nondi schar geabl e under Bankruptcy Code 8§ 523 or that the
debtor woul d not qualify for a discharge under Bankruptcy
Code 8§ 727. “Bad faith” taken alone is not a ground for
dism ssal in a chapter 7 case.

Rat her, follow ng the approach of Huckfeldt, this
court will focus on whether this case should be dism ssed
for “cause” as that termis used in Section 707(a). This
requires an analysis of all of the facts and circunstances

leading up to the filing of this case to include the

16



debtor’s nmotive in filing the case, the purposes which wll
be achieved in this case, and whether the debtor’s notive
and purposes are consistent with the purpose of chapter 7,
that is, to provide an honest debtor with a fresh start in
exchange for the debtor’s handing over to a trustee all of
t he debtor’s non-exenpt assets for liquidation for the
benefit of the debtor’s creditors. Huckfeldt, 39 F.3d at
183.

This analysis starts with the fact that of the
approxi mately $139, 762, 828. 17 of debt listed in Bilzerian's
schedul es, $130, 650, 328.17 is owed on account of the
nondi schar geabl e debts owed to the SEC and HSSM Anot her $9
mllionis owed to the Internal Revenue Service which
subj ect to certain narrow exceptions, would be
nondi schar geabl e under Bankruptcy Code § 523(a)(1l). It can
reasonably be inferred fromthese facts that Bilzerian did
not file this case to get a “fresh start.”

It can also be inferred that Bil zerian has no
intention of handing any assets over to the trustee for the
benefit of his creditors. In his schedules filed in this
case, Bilzerian has |listed no assets available for
creditors. That is, this is a “no asset” case. As stated
by his wife in a declaration filed in the Enforcenent

Action, “To the best of ny know edge, ny husband has no

17



means or ability to pay any portion of the D sgorgenent
Judgnent obtained by the SEC in January 1993.” SEC v.
Bil zerian, 112 F. Supp. 2d at 23.

Bil zerian’s own words also reflect his perspective and
notives for filing this case. For exanple, in a March 1999
show cause hearing in the D.C. District Court, Bilzerian
states, “[I]t shouldn’t be a shock to anybody that 1...have
no reason, | mean, to dedicate ny life to trying to earn
nmoney all of which would go to basically pay a judgnent
that I don’t believe, with all due respect to the Court,
shoul d have been entered in the first place.” SEC v.

Bil zerian, 112 F. Supp. 2d at 28. Mre recently, in a
filing wwth the same court,

So that there will never be a m sunderstandi ng on

this point, I wish to make it crystal clear, for

so long as | draw a breath, no matter how long it

takes, no matter whether | reside in a prison cel
or arat-infested apartnent or the | argest mansion

in the world, I will never, ever rest until the
truth of ny case is published for all the world to
see.

Bil zerian's Exhi bit Nunmber 3.

Bil zerian’s resolve to never pay the SEC debt is beyond
di spute. The journey into this court by the recent filing of
this chapter 7 is yet another step on a path started years
ago in a desire to protect his assets and the assets that he

shares with his famly in order to frustrate his creditors.

18



It is clear that there wll not be an end to these efforts
until either he is successful, the SEC is successful, or
sonebody sinply gives up -- a result this court considers
unl i kel y.

The only real question is in what court these issues
will be litigated. This court certainly has jurisdiction to
deal with the sane assets being pursued by the SEC and
Receiver in the D.C. District Court. Certainly, Bilzerian
woul d prefer that this court be the court that determ nes
the outconme of any such litigation. That is why he filed
her e.

On the other hand, things have not gone well for
Bilzerian in the DDC. District Court. He has been held in
contenpt. He has been incarcerated. Cbviously, he desires
to change the venue in which the issues raised by the SEC
and Receiver will be decided. The question then is -- should
the door to this court be open to Bilzerian as the next step
in his litigation strategy’?EI

The court believes that based on these circunstances,
anpl e cause exists to dismss this case. In addition to

Bil zerian’s notives in filing the case, his inability to

" Bilzerian is no stranger to the legal system A Westlaw search

i ndi cates that he has been a naned party either as plaintiff, defendant
or debtor in 140 actions in the state and Federal courts over the |ast
15 years. In many of these he has appeared pro se and based on this

19



di scharge virtually any significant debt and the fact that
he has filed the case as one of “no assets,” persuades this
court that “cause” exists. The court has al so considered the
follow ng additional factors as supporting a finding that
cause exi sts under Section 707(a).

A Federal court receivership is already in place for
t he purposes of marshaling and liquidating Bil zerian's
assets. Functionally, the Receiver will be acting as a
Chapter 7 trustee and has been granted broad powers to
acconplish her objectives under the control of a federal
district court judge -- the sanme judge that has vast
famliarity with the background of this case -- having
presi ded over the case for approximtely ten years.

Significantly, there is no creditor opposition to
di sm ssal of the case so that the receivership can conti nue
to conclusion. All parties that appeared and took a
position at the Hearing, other than Bil zerian, supported
di sm ssal of the case.

Clearly, the only reason this case was filed was
because of the SEC s collection efforts. While Bilzerian
attenpted to convince the court that this case was filed

because of litigation with another creditor, this argunent

court’s observation has done a very conpetent job of representing his
own interests.
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was sinply not credible. This is clear fromall of the

facts and circunstances. For exanple, the only creditor
that received i mediate notice of his filing was the SEC
through a letter sent to themon the day he fil ed.

It is also no coincidence that at the tine of this
filing, Bilzerian’ s inpending incarceration was |oom ng. The
obvi ous inference was that he hoped the bankruptcy stay
woul d prevent that incarceration, as he argued
unsuccessfully to the D.C. District Oourt.E

Concl usi on

For all of the foregoing reasons, anple grounds exi st
to dismss this case for cause under Section 707(a).EI
The court by separate order has dism ssed this case.

DONE i n Tanpa, Florida, on February 16, 2001.

s/ Mchael G WIIlianmson
M chael G WIIianson
Uni ted States Bankruptcy Judge

8 The D.C. District Court correctly rejected this argument since the
exerci se of that court’s contenpt powers under the circunstances of
this case clearly fell within the “police power” exception to the
automatic stay. Bankruptcy Code 8§ 362(b)(4); SEC v. Bilzerian, 2001
US Dist. Lexis 272 (D.D.C. January 12, 2001).

°In addition, while this ruling noots the other relief requested, the
court finds that this record would al so support a finding in favor of
Movants with respect to the other relief requested in the Mdtion to

Di smi ss.
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CC.

DEBTOR: Paul A. Bilzerian
16229 Villarreal de Avila
Tanpa, Florida 33613

MOVANT:  SECURI TI ES AND EXCHANGE COWM SSI ON
c/o JUDITH R STARR, Esquire

Assi stant Chief Litigation Counsel
Securities and Exchange Conmmi ssion

450 Fifth Street NW Stop 8-8

Washi ngton D.C. 20549

Appearing for the Securities and

Exchange Conmmi ssi on

PH LI P V. MARTINO, Esquire

Pi per, Marbury, Rudnick & Wl fe
101 East Kennedy Boul evard

Sui te 2000

Tanpa, Florida 33602

Appearing for the Receiver

DEBORAH R. MESHULAM Recei ver

Pi per, Mrbury, Rudnick & Wlfe
1200 Ni neteenth Street NW
Washi ngton D.C. 20036

ANDREW M BRUMBY, Esquire

MARY RUTH HOUSTOQN, Esquire

Shutts & Bowen

300 South Orange Avenue

Suite 1000

Ol ando, Florida 32801

Appearing for HSSM #7 Limted Partnership

ROBERT L. WELSH, Esquire

U.S. Departnent of Justice

Tax Division

Post O fice Box 14198

Washi ngton, D.C. 20044

Appearing for the United States Departnent
of Justice
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JEFFREY WARREN, Esquire

Bush, Ross, Gardner, Warren & Rudy
220 South Franklin Street

Tanpa, Florida 33602

Appearing for the Trustee

STEVEN BERMAN, Esquire

Morse, Berman & Gonez

400 North Tanpa Street

Suite 1160

Tanpa, Florida 33602

Appearing as Special Counsel for the Trustee

PATRI CK TI NKER, Esquire

Ofice of the U S. Trustee

501 East Pol k Street

Suite 1200

Tanpa, Florida 33602

Appearing for the United States Trustee
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